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STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: May 14, 2002

To: The Commission
(Meeting of May 16, 2002)

From: Bill Julian
Office of Governmental Affairs (OGA) — Sacramento

Subject: SB 1753 (Bowen) — This bill clarifies the responsibility of the
California Independent System Operator (CA 1SO) as a nonprofit
public benefit corporation.

As Amended May 2, 2002

Recommendation: Support

Summary: This bill clarifies the responsibility of the California Independent System

Operator (CA ISO) as a nonprofit public benefit corporation. Specifically that the CA

ISO “manage the transmission grids and related energy markets in a manner that is
consistent with all of the following:

1) Makes the most efficient use of available energy resources. For purposes of this
section ‘available energy resources’ include energy, capacity, ancillary services,

and demand bid into markets administered by the Independent System
Operator. ‘Available energy resources’ do not include a schedule of bilateral

energy contacts or generation submitted to the Independent System Operator by
an electrical corporation or a local publicly owned electric utility to meet its own

customer load.

2) Assures the leas overall economic cost to the state’s consumers.

3) Is consistent with state policies intended to protect the public’'s health and the

environment.

4) Assures maximum availability of electric generation resources necessary to meet

the needs of the state’s electricity consumers.”
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Analysis: The CA ISO operates the transmission grid subject to the regulatory
jurisdiction of the FERC. It files tariffs, subject to the approval of FERC, which describe
the terms and conditions under which transmission service is provided to entities
scheduling electric loads and resources in California.

The electric transmission facilities that it operates are owned by California utilities and
the CA ISO itself is an entity created under California law. The internal governance and
management of the CA ISO has been a subject of dispute between FERC and the
State of California. This bill supplements and refines the statement of corporate
purpose which the CA ISO as a state not-for-profit corporation includes in its articles of
incorporation and identifies a specific public interest as a matter of state law.

Contact: Bill Julian, Legislative Director bj2@cpuc.ca.gov
CPUC- OGA (916) 327-3277

Date: May 14, 2002
BJ:nas

Attachment
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BILL LANGUAGE

BILL NUMBER: SB 1753  AMENDED
Bl LL TEXT

AVENDED | N SENATE NMAY 2, 2002
| NTRODUCED BY  Senat or Bowen
(Coaut hors: Senators Burton, Dunn, —and-Sher—
Sher, and Speier )
FEBRUARY 21, 2002
An act to add Section 345.5 to the Public Utilities Code, relating
to public utilities.

LEG SLATI VE COUNSEL' S DI GEST

SB 1753, as anmended, Bowen. | ndependent System Operator: duties.

(1) Existing | aw provides for the establishment of an I ndependent
System Operator, a nonprofit, public benefit corporation, to ensure
efficient use and reliable operation of the electrical transni ssion

grid.

This bill would require the I ndependent System Operator to conduct
its operations consistent with applicable state | aws and consi st ent
with the interests of the people of the state. The bill would al so

require the Independent System Operator to manage the transm ssion
grid and related energy narkets in a manner that nmakes the
nost efficient use of avail abl e energy resources,
facilitates reliableelectricity serviceatthe leasteconomc—and
epvironmental—cost—to the state s consumers— assures the
| east overall economic cost to the state's consuners, is consistent
with state policies intended to protect the public's health and the
environnent, and assures the maxi num availability of electric
generation resources necessary to nmeet the needs of the state's
electricity consuners . The bill would also require the
I ndependent System Operator to ensure that its purposes and functions
are consistent with those of a nonprofit public benefit corporation
mai ntai n open neetings consistent with the Bagl ey- Keene Open
Meetings Act , and provide public access to corporate records
consistent with the California Public Records Act
The bill woul d authorize the Independent System Operator's governing
board to adopt exceptions to the requirement to maintain open
neetings and provide public access to corporate records if it finds
t he exceptions further the purposes of the governing acts.
Since under existing law a violation of the bill's requirements would
be a crime, this bill would i npose a state-mandated | ocal program by
changi ng the definition of a crine.

(2) The California Constitution requires the state to reinburse
| ocal agencies and school districts for certain costs mandated by the
state. Statutory provisions establish procedures for making that
rei nbur sement .

This bill would provide that no reinbursement is required by this
act for a specified reason.

Vote: mmjority. Appropriation: no. Fiscal conmittee: yes.
St at e- mandat ed | ocal program yes.
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THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWG:

SECTION 1. Section 345.5 is added to the Public Utilities Code, to
read:

345. 5. (a) The Independent System Operator, as a
nonprofit, public benefit corporation, shall conduct its operations
consistent with applicable state | aws and consistent with the

interests of the people of the state. —Fhetndependent

(b) To ensure the reliability of retail electric service and the
heal th and safety of the public, the Independent System Operator
shal | nanage the transnission grid and related energy narkets in a
manner that is consistent with all of the follow ng:

(1) Makes the nost efficient use of avail able energy resources.
For purposes of this section "avail abl e energy resources"” include
energy, capacity, ancillary services, and demand bid into markets
admi ni stered by the I ndependent System Qperator. "Avail able energy
resources" do not include a schedule of bilateral energy contracts or
generation submtted to the |Independent System Qperator by an
el ectrical corporation or a local publicly owned electric utility to
nmeet its own custoner |oad.

(2) Assures the | east overall economic cost to the state's
CONSUMEr S.

(3) I's consistent with state policies intended to protect the
public's health and the environnent.

(4) Assures maxi mum availability of electric generation resources
necessary to neet the needs of the state's electricity consuners.

(c) The I ndependent System Qperator shall do all of the follow ng:

(1) Consult and coordinate with appropriate state and | oca
agenci es to ensure that the Independent System Qperator operates in
furtherance of state policies regarding consuner and environnenta
protection.

(2) Ensure that the purposes and functions of the
I ndependent System Operator are consistent with the purposes and
functions of nonprofit, public benefit corporations in the state,
i ncluding duties of care and conflict-of-interest standards for
officers and directors of a corporation
— )

(3) Maintain open neeting standards and neeting notice
requi renents consistent with the Bagl ey- Keene Open Meetings Act
(Article 9 (commencing with Section 11120) of Chapter 1 of Part 1 of
t he Governnent Code) and affording the public the greatest possible
access, consistent with other duties of the corporation. The
I ndependent System Operator governing board may adopt exceptions to
the strict requirenments of the act, including, but not limted to,
decreasing the notice requirenent for public nmeetings, if it finds
that the exceptions further the purposes of the act.

—Fe—

(4) Provide public access to corporate records consistent
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with the California Public Records Act (Chapter 3.5 (comrencing wth
Section 6250) of Division 7 of Title 1 of the Governnent Code) and
affording the public the greatest possible access, consistent with
the other duties of the corporation. The | ndependent System
Qperator governing board nay adopt exceptions to the strict
requirenents of the act if it finds that the exceptions further the
pur poses of the act.

SEC. 2. No reinbursenment is required by this act pursuant to
Section 6 of Article XIlIl B of the California Constitution because
the only costs that may be incurred by a | ocal agency or schoo
district will be incurred because this act creates a new crinme or
infraction, elimnates a crine or infraction, or changes the penalty

for a crinme or infraction, within the meaning of Section 17556 of the

CGovernent Code, or changes the definition of a crine within the
meani ng of Section 6 of Article XIIl B of the California
Constitution.
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